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reasons. First, costs were reduced in industry and not
in agriculture. Secondly, the expansion of agriculture
in response to the increased demands for food brings
into play the tendency to diminishing returns and
raises marginal costs.
If the improvement in technique, though still out-
side agriculture, takes place in transport or distri-
bution, or in industries which supply raw materials or
machines to farmers, the result will be a fall in the price
of these services or products. If the fall is in distri-
bution costs, it is tantamount to an increased demand
and a higher price for agricultural products at the farm,
if in raw material prices, it results in a larger margin
between receipts and prime costs. In either case new
people will be attracted into farming, supply will
increase and retail prices fall. Equilibrium will be
attained with more people in farming but fewer in the
occupation where the improvement occurred ; for the
reduction in costs took place because it became possible
to do the same work with less labour than before;
therefore, since the demand for food is inelastic,
consumption will not increase enough to tequire as
many people as before in these occupations.
For these results to be correct, the reduction in
costs must be not only in industries outside agricul-
ture, but also in machines or requisites which cannot
perform the same operations as does labour. Some-
times machines can be so substituted, if time is allowed
for reorganizing methods of production; and, at
present, we are only concerned with, the long period,
whe^ all readjustments to the initial change have been
made. Thus the combine harvester is a substitute for
labour in harvesting crops and artificial fertilizers can